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The future belongs to the firms that adapt best
to the changing practice environment. To help
firms understand that environment and their
places in it, the AICPA Special Committee on
Assurance Services has identified specific
assurance services applicable to large firms,
developed models to help discover other
opportunities and provided practice tools to
help firms exploit them. (To learn more about
the committee’s work—and for infor
mation on what’s available in the
committee’s Web site—see the front
page of The CPA Letter.)
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A cco untants

tronic commerce integrity and security.
Potential clients include companies that
specify an electronic commerce system for
their vendors’ or customers’ use or vendors of
these systems or services, who may require
independent assurances from CPAs to give
credibility to their marketing efforts.
Business performance measurement. The
practitioner would assess the relevance and
reliability of an entity’s performance
measures and whether the entity has
achieved its goals. Related consulting
services might include advising the
organization on ways to improve per
formance measurement systems and
results. The principal potential pur
chasers and users of these services would be
senior management and boards of directors.
Health care performance measurement.
This service consists of attesting to care
providers’ performance for the benefit of care
recipients and their representatives (such as
employers and unions). There is a widely
recognized need to assess the quality of care,
in part because of concerns that an emphasis
on cost controls has impaired medical service.
Since there are no universally accepted mea
surement criteria, CPAs could establish
credentials and credibility in this field by par
ticipating in their development.
Risk assessment. This service would
improve the quality of risk information for
internal decision makers through independent
assessments of the likelihood of adverse
events of significant magnitude and quantify
the possible magnitudes of the events.
Environmental risks, business process and
asset risks and information risks are possible
engagement concerns. Because they must
evaluate risks in audits, CPAs generally are
continued on page A2

news
update

The status quo is not an option for
large accounting firms. They must look to the
marketplace and adjust their service portfolios
based on the information needs of clients and
potential clients. Traditional services are not
growth areas, non-CPA competition is increas
ing and cost pressures will not relent. For new
or existing practice areas, it does no good to
invest in competencies for services that clients
or potential clients do not want to buy.
However, new opportunities are plentiful,
and their scope becomes clearer from the
definition of assurance services and the new
services recommended by the committee.
New Definition and Services

The committee has developed business
plans for several services most suitable for
large firms.
Electronic commerce. The CPA would
attest whether the electronic commerce ser
vice providers and the tools and systems in
use—such as electronic transactions, docu
ments and support systems—are functioning
in accordance with accepted criteria for elec
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continuedfrom page A1—.Assurance
perceived as being knowledgeable about
business risks. Principal purchasers of this
service would be small business owners
and senior management and boards of
large companies.
Information systems reliability. This
service focuses on system design and opera
tion to ensure that real-time information
systems avoid errors. It could be performed
for boards or management as well as for
third-party users, possibly using criteria
developed by the Committee of Sponsoring
Organizations of the Treadway Commission
or by management. Possible competitors to
provide this service include financial institu
tions and systems houses.
Other services that the committee iden
tified include:
1. A1MR compliance. Assurance on
investment managers’ conformity with the
Performance Presentation Standards of the
Association for Investment Management
and Research.
2. World Wide Web assertions. Report
on the reliability and usefulness of informa
tion on Web pages. The home page user
would be able to access the CPA’s report
when visiting the Web page.
3. Policy compliance. Assurance that
certain company procedures, such as codes
of conduct or human resource approaches,
are being followed.
4. Trading partner accountability.

AICPA

What Will Clients Think?

As CPAs consider whether new kinds of assurance services are suitable for their firms,
one of their most important questions will be whether potential clients will accept
them as qualified providers of these services; this is summed up in a term called “mar
ket permission.” The AICPA Special Committee on Assurance Services decided
to determine whether practitioners could gain market permission for a number of
new services, including elder care assurance services, in which the CPA provides con
firmation that an elderly person’s various caregivers are meeting specified goals, that
financial matters are under control or that other issues of concern to adult children are
being addressed. The committee retained the services of the national research group
Yankelovitch Partners to conduct a benchmarking survey of possible elder care assur
ance service users to see if CPAs have the needed credibility in this market.
The results were very encouraging. One-half of those questioned said that the
involvement of a specially accredited CPA would make them more likely to use these
services. In describing their expectations, they said they believed CPAs engaged in
elder care services would be reliable, trustworthy and likely to deliver a high-quality
service. That should give confidence to CPAs considering entry into this field.

Assurance that, for example, rents based
on sales are appropriate or a supplier has
fulfilled an obligation to provide the
lowest prices.
5. ElderCare Plus. The practitioner
would provide assurance to concerned par
ties about whether care delivery goals for
the elderly are being met. Ancillary services
could include assistance in selecting care
providers, review of routine financial trans
actions and accounting for the estate.
Firms may identify or seek to under
stand new services that are unique to their

The Special Committee on Assurance Services' definition of assurance
encompasses audit and attestation engagements and also accommodates
many new service concepts.

practices or their client bases. To help them,
the committee has developed a model firms
can use to turn needs into services so that
practitioners can develop their own opportu
nities based on their clients’ circumstances.
This model is accessible on the Web site.
Action Plan for Firms

Most large firms have processes in place to
identify new assurance services, weigh their
suitability and implement them, but the
effectiveness of these processes should be
evaluated. At the same time, as a prerequi
site, every firm must train personnel to
understand clients’ needs and the important
role of information technology.
In developing a service, firms must
identify the key features (who will use
the information, its value to the user and
who will pay for the service) and develop
criteria to determine if the service is suitable
based on its costs and benefits, potential
market, market permission (see sidebar) and
access, litigation risk and the need for spe
cial competencies.
In approaching new services, the range
of possibilities is enormous because infor
mation needs are growing at a staggering
pace. Firms must understand potential mar
kets, how they are evolving and how CPAs’
skills can add value.

Published for AICPA members in large firms. Opinions expressed in this supplement do not necessarily reflect policy of the AICPA.
Anita Dennis, supplement editor
Ellen J. Goldstein, CPA Letter editor
201/763-2608; fax 201/763-7036; e-mail: adennis20@aol.com
212/596-6112; egoldstein@aicpa.org
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AICPA
Spotlight on: The AICPA
Technical Hotline
This supplement will regularly highlight Institute staff teams that
offer special services to members in large firms. This month, we’ll
focus on the Technical Hotline. Team, which operates a toll-free hotline to provide AICPA members nonauthoritative advice on
accounting and financial reporting matters and auditing, attestation,
review and compilation engagement issues. Advice is given by tele
phone only; no written responses are provided. However, Hotline
managers provide references to written material (authoritative pro
nouncements or nonauthoritative sources) whenever possible. The
Hotline is open Mon. to Fri., 9 a.m. to 5 p.m., Eastern time.
800/862-4272.

Recent Hotline Questions

The respondents sometimes include disclosures about:
• Off-balance sheet risk and concentration of credit risk.
• Income taxes.
They were least likely to include disclosures about:
• Fair value of financial instruments. (Note: FASB Statement No.
126, Exemption from Certain Required Disclosures about
Financial Instruments for Certain Nonpublic Entities, relaxed the
GAAP standards regarding disclosure of the fair value of financial
instruments. Its issuance may further reduce the frequency of fair
value disclosures in OCBOA financial statements.)
• Post-retirement and post-employment benefits.
• For common interest realty associations, disclosures related to
future major repairs and replacements.
The factors that respondents felt were the most important
to consider in determining whether to include certain disclosures
were:
Relevancy, usefulness, understandability.
Cost/benefit.
Inclusion of the item in the financial statements.

professional
issues

The use of other comprehensive bases of accounting
(OCBOA) is a frequent concern among Hotline
callers. Here are some recent questions on cash- and
tax-basis financial statements, the most commonly used OCBOAs
(the supplement will feature more questions in a coming issue).
Financial statement disclosures

Q. What disclosures should you consider making in OCBOA
statements?
A. The authoritative guidance on OCBOA financial statement dis
closures is provided in AU Section 623.09-.10. It allows
for considerable judgment in the nature and extent of OCBOA
financial statement disclosures; however, it provides the following
guidelines:
• OCBOA financial statements should include a summary of
significant accounting policies that discusses the basis of presenta
tion and describes how that basis differs from generally accepted
accounting principles.
• If OCBOA financial statements include items that are the same
as or similar to those in GAAP statements, similar informative dis
closures are appropriate.
• Certain matters that are not specifically identified on the face of
the financial statements should be considered for disclosure. These
items include: related party transactions, restrictions on assets and
owners’ equity, subsequent events, and uncertainties.
Q. What disclosures are included in OCBOA statements?
A. A 1994 survey asked practitioners how often they made certain
disclosures in OCBOA financial statements, according to Preparing
and Reporting on Cash- and Tax-Basis Financial Statements.
In general, the respondents said they were most likely to include
disclosures about the following items:
• Terms of debt agreements and future minimum payments.
• Terms of leases and future minimum payments.
• Information about defined benefit and defined contribution
pension plans.
• Commitments and contingencies.
• Going-concern uncertainties.

Reporting on OCBOA statements

Q. How do audit reports on OCBOA statements differ
from those on GAAP statements?
A. Guidelines for reporting on audited OCBOA financial statements
are contained in AU Section 623.05. In general, an auditor’s report
on OCBOA financial statements will differ from a report on GAAP
financial statements because:
• The financial statements described in the first and the opinion
paragraphs will conform to the titles of the OCBOA financial
statements.
• An extra paragraph describing the basis of presentation is included
immediately preceding the opinion paragraph.
• The opinion paragraph makes reference to “presents fairly . . .
on the basis of accounting described in Note X.” Note that
a common error is to make reference to “presents fairly ... in con
formity with GAAP.”

Q. What are common audit report modifications?
A. Situations that may require adding an explanatory paragraph to
the standard auditor’s report accompanying OCBOA financial state
ments (without affecting the auditor’s unqualified opinion) are as
follows (see AU Section 623.31):
• Lack of consistency in accounting principles.
• Going-concern uncertainties.
• Reference to other auditors.
• Comparative financial statements, when the current year’s opinion
on the prior-period financial statements is different from the opin
ion previously expressed.
• Suitable titles.
The auditor also has the option to add an explanatory paragraph
to the report to emphasize a matter regarding the financial statements.
The auditor would be required to modify his or her opinion on
the financial statements if the entity has departed from the stated
OCBOA accounting method or fails to provide required OCBOA
disclosures.

continued on page A4

The CPA Letter/Large Firms • March 1997
A4

AICPA

continued from page A3—Technical Hotline
Q. What are the requirements for compilation and review reports on
OCBOA statements and how do they differ from those for audit
reports on OCBOA statements?
A. Interpretation 12 of Statement on Standards for Accounting and
Review Services No. 1 (AR 9100.42-.44) discusses the unique
requirements for reporting on compilations and reviews of OCBOA
financial statements and provides examples of sample accountant’s
reports.
For compilations with full disclosures and review engagements,
the accountant’s report must refer to the appropriate OCBOA finan
cial statement titles. Otherwise, as long as the notes to the financial
statements contain the required OCBOA disclosures, the standard
report forms apply without the need for special disclosure in the
report of the OCBOA basis used.
For compilations with substantially all disclosures omitted, the

Obtaining Other Supplements
Some members would like to receive CPA Letter supplements other
than the ones they are getting, so they have contacted the AICPA
membership records team to change their profiles in the Institute’s
member database. (CPA Letter public practice supplements,
Jan./Feb.) If you wish to change your job classification, please pro
vide the name and address of your employer and indicate your job
title. Include your business telephone and fax numbers, if applicable.
Members should understand that changes in their demographic
information will have an impact on their dues and on their continu
ing professional education requirements. You do not need to change
your profile to get another supplement. All supplements are posted
on the AICPA Web site (www.aicpa.org/pubs/cpaltr/index.htm); this
month, look for them after Mar. 17. In addition, to obtain other Mar.
supplements—or any of the supplements published in Jan./Feb.—

A Team Update
In Nov., we introduced you to the Large Firm Member Segment
Team, a cross-functional AICPA team that serves as a nerve center
for research, response and interaction with members in the largest
firms, excluding the Big Six.
Because AICPA teams are meant to be dynamic and to repre

accountant’s report must refer to the OCBOA financial statement
titles and disclose the basis of accounting used if it is not already
disclosed in an attached note or on the face of the financial state
ments. Usually, a sentence describing the accounting basis used
is added to the first paragraph of the standard compilation report.
All compilation and review reports should be modified, as
appropriate, however, for OCBOA departures, including lack of
required OCBOA disclosures.
Normally, neither an uncertainty about an entity’s ability to
continue as a going concern nor an inconsistency in the application
of an accounting principle would cause the accountant to modify the
standard report provided any required disclosures have been made
in the financial statements. However, the accountant may add a
paragraph to emphasize a matter regarding the financial statements
(see AR 100, footnote 18).

via fax, dial 201/938-3787 from a fax machine and key in these
numbers at the prompt (documents remain on faxback for two
months after publication):
Mar. issue

Jan./Feb. issue

Large Firms: 1550
Medium Firms: 1551
Small Firms: 1552
Business & Industry: 1553
Finance & Accounting: 1554
Internal Audit: 1555
Government: 1556
Education: 1557

Large Firms: 1558
Medium Firms: 1559
Small Firms: 1560
Business & Industry: 1561
Finance & Accounting: 1562
Internal Audit: 1563
Government: 1564
Education: 1565
Practice Alert: 1566

sent a broad cross-section of Institute staff, team membership will
change from time to time. To keep large firm members informed
about who is staffing their teams, below is an updated team roster
for the Large Firm Member Segment Team. Note that there are sev
eral new team members. (Next month: The Big Six Member
Segment Team.)

Name

Phone

Area

Internet Address

Murray B. Schwartzberg
Team Leader
David T. Brumbeloe
James S. Clark, Jr.
Joseph F. DeRupo
Julie Anne Dilley
Daniel J. Noll
Thomas J. Ray
Anne E. Sammon

201/938-3194

mschwartzberg@aicpa.org

Neil Selden
Virgil W. Webb III

212/596-6044
202/434-9222

Debra Weingarten

201/938-3446

Specialized Publications &
Subsidiary Rights
Accounting Standards
Taxation
PR/Communications
Audit & Attest Standards
Accounting Standards
Audit & Attest Standards
Professional
Development/Group Study
Technical Hotline
State Societies &
Regulatory Affairs
The Tax Adviser

212/596-6161
202/434-9229
212/596-6120
212/596-6043
212/596-6168
212/596-6006
201/938-3587

dbrumbeloe@aicpa.org
jclark@aicpa.org
jderupo@aicpa.org
jdilley@aicpa.org
dnoll@aicpa.org
tray@aicpa.org
asammon@aicpa.org
nselden@aicpa.org
vwebb@aicpa.org
dweingarten@aicpa.org

